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The Argentine government reported a substantial trade surplus of nearly US$600 million for the
first semester of 1995, marking a sharp reversal from the recent trend of growing trade deficits.
According to preliminary statistics for the January-June period, export income jumped 44%, while
imports dropped nearly 3%, largely because of depressed demand on the domestic market. Since
1991, when President Carlos Menem's government enacted an economic stabilization plan that
froze the country's currency on a parity with the US dollar, Argentina's trade balance has steadily
deteriorated, given that the peso- dollar parity greatly increased local demand for imported goods,
while slighting the export sector.
In 1991, the country had registered a hefty US$4 billion trade surplus. But in 1992, the surplus
inverted to a deficit of US$3 billion, and since then the deficit has steadily increased each year,
reaching a record US$6 billion in 1994 (see Chronicle, 08/18/94, 10/27/94, 01/19/95, and 02/27/95).
According to the government's annual trade report for 1994, which the official statistics agency
(Instituto Nacional de Estadisticas y Censos, INDEC) released in April, the trade deficit surged by a
whopping 58% last year compared with 1993, from US$3.667 billion to US$5.805 billion. Exports grew
by a healthy 20%, from US$13.118 in 1993 to US$15.739 billion in 1994, but the increase was offset by
a 28% jump in the value of imports, which grew from US$16.785 billion to US$21.544 billion.
Since the country began registering a deficit, the Menem administration has argued that the surge
in imports is largely the result of local industrialists taking advantage of lower tariffs and a favorable
exchange rate to purchase capital goods from abroad to retool and modernize their factories,
meaning that the trade deficit is only a temporary phenomenon that actually reflects a positive
rather than negative trend in the economy. Indeed, INDEC statistics show that imported capital
goods grew by 47% in 1994 to US$6.039 billion, while the import of parts and accessories increased
by 21% to US$3.389 billion. As a result, those two categories accounted for 44% of total imports last
year. Nevertheless, semi-finished goods, consumer products, and motor vehicle imports also grew
by 23%, 11%, and 63% respectively last year. All told, those three categories accounted for 53% of
total imports in 1994.
By country and region, the lion's share of the deficit in 1994 was with the US and the European
Union (EU). The deficit with the US alone climbed by 24% last year, from US$2.580 billion in 1993 to
US$3.207 billion in 1994. As a result, the US accounted for 55% of Argentina's total trade deficit (see
table II). The deficit with the EU also grew by 365% between 1993 and 1994, from US$493 million to
US$2.293 billion. Of the individual EU countries, Argentina registered the highest trade deficits with
Germany (US$754 million), Italy (US$775 million), and Spain (US$282 million).
In contrast, Argentina's trade balance improved noticeably last year with the other members of
Mercosur (Brazil, Paraguay, and Uruguay), which together accounted for 26% of Argentina's total
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trade in 1994. The deficit with Mercosur partners dropped by 27%, from US$530 million in 1993 to
US$389 million last year. With Brazil which is Argentina's largest trade partner in Latin America the
deficit also dropped by 9%, from US$756 million to US$685 million.
Notwithstanding the record deficit last year, the country's trade balance has dramatically improved
since the beginning of 1995, marking a sharp reversal from the trend of growing trade deficits that
began in 1992. According to preliminary INDEC statistics released in late July, the country registered
a surplus of nearly US$600 million during the first six months of the year, representing a complete
inverse from the same period in 1994, when the government reported a US$2.909 billion deficit.
The reversal from a trade deficit to a surplus is the result of especially robust export earnings during
the first semester, combined with a marked drop in the value of imports. In the January-June period,
Argentine exports earned a total of US$10.56 billion, representing a 44% increase compared with
the same period in 1994, when the country earned US$7.332 billion. At the same time, imports in
the January-June period totalled US$9.966 billion, representing a 2.7% decrease compared with
the first semester of 1994, when imports had reached US$10.241 billion. The economic recession
that resulted from the Mexican currency crisis earlier this year is the central reason for the drop
in Argentine imports, since domestic demand has contracted sharply since January (see NotiSur,
01/12/95, 02/02/95, 03/16/95, and 05/25/95).
Moreover, the depressed local market has spurred exports, since many producers are seeking to
offset the drop in domestic sales by selling more goods on foreign markets. One example is the
Argentine car industry. Car manufacturers reported a drop in total sales during the first four months
of this year. Nevertheless, motor vehicle exports in the January-April period increased by 110%.
Indeed, notwithstanding the drop in internal demand, the index of industrial production published
by the influential Foundation for Latin American Economic Studies (FIEL) showed a jump of 5.8%
in May compared with April, and a 0.5% accumulated jump for the first five months of the year.
According to FIEL, the increase in output was led by industrial goods for export, particularly tires,
agrochemicals, plastics, aluminum, petrochemicals, and iron and steel.
Three other factors as well greatly contributed to the jump in exports since January. First, Argentina
has enjoyed particularly high international prices this year for many of its most important exports,
especially cereals, aluminum, and steel. Second, the country reported an excellent harvest in the
January-June period, in part because farmers used productive inputs, such as fertilizers, much
more effectively this year. As a result, export earnings from virtually all major crops soybeans, rice,
wheat, corn, fruit, cotton, wool, beef, and dairy products were much higher in the first semester of
1995 compared with the same period in 1994. Third, Argentine exports to Mercosur trade partners
jumped immensely this year because tariffs for most products traded in the common market were
reduced to zero on Jan. 1, at which time the Mercosur free trade zone became fully operational (see
NotiSur, 11/24/94).
In addition, the success of Brazil's economic stabilization plan, launched in mid-1994, has fueled
unprecedented demand for imports, which Argentine exporters have striven to take advantage of.
During the first three months of 1995 (the latest period for which data by destination is available),
total Argentine exports to Brazil increased by 97%, to Paraguay by 84%, and to Uruguay by 20%.
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By subsector, exports of manufactured goods to Mercosur jumped by 98%, while shipments of
processed agricultural products such as dairy goods, meats, and vegetable oils rose by 122%.
Export income during the second half of 1995 is expected to taper off somewhat. A new policy of
periodic mini- devaluations of local currency in Brazil which President Fernando Henrique Cardoso
authorized in April to reverse a growing trend toward monthly trade deficits will likely slow the
flow of Argentine imports in the second semester. In addition, January-June is the peak period for
agricultural exports in Argentina, so that income from farm goods will likely slow during the second
half of the year.
Nevertheless, the government estimates that by the end of 1995, the country will achieve a global
trade surplus for the year of between US$1 billion and US$2 billion. Indeed, in July the country
registered another monthly surplus of US$460 million, according to preliminary government
statistics. Exports for the month totalled US$1.98 billion, compared with US$1.52 billion in imports.
As a result, the accumulated trade surplus for the first seven months of 1995 is US$1.054 billion,
compared with a US$3.243 billion deficit in the same period in 1994. [Sources: Notimex, 03/21/95;
Reuter, 03/28/95, 05/09/95; Journal of Commerce, 06/30/95, 07/05/95; Argentine Trade Trends,
US-Embassy-International Market Insights (Buenos Aires), 05/08/95, 07/03/95, 08/23/95; Agence
France-Presse, 01/23/95, 02/15/95, 03/07/95, 03/12/95, 03/13/95, 03/16/95, 03/17/95, 03/21/95, 03/25/95,
04/06/95, 05/08/95, 06/05/95, 06/07/95, 06/15/95, 06/16/95, 06/21-24/95, 06/28/95, 06/29/95, 07/05/95,
07/11/95, 07/12/95, 07/20/95, 07/26/95, 07/27/95, 08/03/95, 08/12/95, 08/15/95, 08/21/95, 08/28/95,
08/29/95, 09/05/95]
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